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EU USA

NO COMMON ENERGY POLICY ENERGY POLICY ACT

FERC

NO EU ENERGY REGULATOR (FEDERAL ENERGY REGULATORY COMMISSION)

15 § 25 NATIONAL REGULATORS 50 STATE REGULATORS
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Ireland N.Ireland
Norway Sweden Finland
Estonia
Great Britain Poland
Latvia
Belgium Netherlands W. Denmark E. Denmark |
Lithuania
Luxembourg Germany
Czech Republic Slovakia
I
France Switzerland Austria Hungary Belorussia
i I
Ukraine
Slovenia
Italy
I
_ 1 Moldova
Spain .
Croatia FRY Romania
Portugal Bosnia Fyrom Bulgaria
Albania
Morroco Greece Turkey




BUILDING THE EU ENERGY MARKET
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orosce TOWARDS THE EUROPEAN ELECTRICITY MARKET
SERVIGOS ENERGETICOS
1996 DIRECTIVE 2003 DIRECTIVE
AUTHORISATION AUTHORISATION
GENERATION MONOPOLY § _q
TENDERING (TENDERING)
TRANSMISSION REGULATED TPA
MONOPOLY § NEGOTIATED TPA § REGULATED TPA
DISTRIBUTION SINGLE BUYER
SUPPLY MONOPOLY § FREE q FREE
CUSTOMERS NO CHOICE & CHOICEFOR § ALL NON-HOUSEHOLD (2004)
ELIGIBLE ALL (2007)
(= 1/3)
UNBUNDLING NONE _ ACCOUNTS _ LEGAL
T/D

CROSS-BORDER TRADE MONOPOLY & NEGOTIATED &§ REGULATED



LIBERALIZATION OF THE
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VERTICALLY-INTEGRATED MONOPOLY

GENERATION

TRANSMISSION

DISTRIBUTION

SUPPLY
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GENERATION

DISTRIBUTION

SUPPLY




i

ENTIDADE
REGULADORA DOS

SERVIGOS ENERGETICOS

UNBUNDLING:

ACCOUNTS

|

ORGANISATION

|

LEGAL

|

OWNERSHIP
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OPENING UP MARKETS
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33%

80%

100%
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COMPETITION
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INTEGRATION OF THE

EU ENERGY MARKETS
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REGIONAL MARKET INTEGRATION
(1)

COUNTRY A COUNTRY B COUNTRY C COUNTRY D




REGULADORA DOS
SERVIGOS ENERGETICOS

RRRRRRRRRRRRRR

|||||||||||

CCCCCCCC

S
O



REGULADORA DOS
SERVIGOS ENERGETICOS

RRRRRRRRRRRRRRRRRRRRRRRRR
3)
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REGIONAL MARKET INTEGRATION
(4)

COUNTRY A I COUNTRY B I COUNTRY C COUNTRY D
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MAIN CHALLENGES:

- TECHNICAL

- ECONOMIC

- INSTITUTIONAL
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Ratio of electricity import capacity/total installed capacity
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PRESENT SITUATION



Measures Adopted by Member States in Implementing the Directives

Electricity

Gas

Market [size of open|eligibility [100% |Unbundling |Network [Market [size of open]eligibility 100% [Unbundling  [Network
opening |market Twh |threshold linby  |transmission |access  Jopening |market tem [threshold  |inby  |transmission [|access
Austria [ (W 52 - 20401 Legal Reg | (W 1.0 - 2003 Legal Reg
Hel;__-iun‘.? 32% 44} 1/10Gwn |2003/7 |Legal Reo 0% b I 20036 |Legal Reo
Denmark 10 32 - 2003 |Legal Reg 35% 1.7 23mem 2004 |Legal Reg
Finland 100} 75 - 1997 |Owmership Reg Derogation”
France 3 7 131 ! GWh 2007 |Management |Reg 2074 15 23mem 2007 LAccounts (Reg,
Germany 100% 483 - 1999 |Legal” Neg 100% 71.0 : 2000 |Accounts Neg
(ireece 34% 15 kW 2007 [LegalMgmi |Reg Derogation
Ireland bl ) B 0.0 cwh 2005 Legal'Mgmt |Reg 1% 1.0 2 mem 2005 |IManagement [Reg.
[taly 0% 191 0.1 cwn |2007 |Ownilegal  |Reg L 00} Y 62.1 - 2003 |Legal Reg
Luxembourg §57%% k) 20Gwh (2007 IManagement |Reg 12% 0.5 | 3mecm 2007 |Accounts Reg
Netherlands  Jo3% 2 I*B0 A |2003  |Ownership Reg () 223 | mcm 2003 |Management [Hvbrnd
Portugal 45% 17 1kV 2004 |Legal Reg Derogatior
Spain 100%s |88 - 2003 |Ownership  |Reg 100%s 2.9 - 2003 |Ownership™ [Reg
Sweden | (%o |29 - 1998 | Ownership Reg 4% 0.4 i3mem 2006 |Accounts Feg
UK 1000 330 - 1998 |Ownership  |Reg 100% 93.8 - 1998 |Ownership  |Reg

The lower thresholds and earlier opening dates reler o the Flanders region only

]
Q

There is a monopoly in Finland for the import of gas, all of which is imported from Russia, but a secondary market

Though not required in the German Energy Law, German TS0z have unbundled legally on a voluntary basis

(fx}

Lias Natural retains a c. 4% share and is the largest shareholder in Enagas. the TS0}

I

In Northern Ireland the electricity market is only 33% open.

exisls




Electricity

Gas

Market

opening

Candidate Countries

size of open
market TWh

:.‘|I:_='.|'!'.|'.lj'.'

threshold

1 (0%
/by

100

/oy

Unbundling

transmission

Metwiork

ACCEss

Estonia 1P 400GWh
Latvia 1% 400GWh
Lithuania 26% I 20G'Wh
Poland" 51% 71 10GWh
Czech R 1P 20 40GWh
Slovakia 41% 1] 400GWh
Hungary 30-35% [ 3 6. 530GWh
Slovenia 64% 7 41kW
Romania V3% |5 400Wh
Bulgaria 52 f 100GWh
Turkey 23% 23 SUWh
Cyprus - o

Malta - {

Unbundling |Metwork JMarket |size of openfeligibility
transmission |access  fopening |market tem [threshold
Management |Reg 80% 0.7 ‘industry’
Legal Reg 0% 0.0 -

Legal Reg 80 2.1 15mcm
Legal Reg 344 4.1 23mem
Legal Reg 0% 0.0 .

Legal Reg 33% 25 25mem
Accounts Reg 0 0.0 -

Legal Reg 50% 0.5 23mem
Legal Reg, 25% 4.0 Smem
Accounts Reg 13% 2.3 50 mcm
Legal Reg, 80% 12.4 Imcm
Management |Reg

Derogation

5. Buyer

Megotiated for transit

Currently open for domestic production oaly

The Bulgarian gas market is only open for domestic production

Account Reg
Account MNeg
Account Reg
MNone Reg
Account Hybrd
Account Reg
Management |Reg
Account MNeg
Legal Reg.
Account Reg.
Account Reg.




Market Development Indicators: Concentration and New Entry

L ompanies

Top 3 share

Installed

[mporn

import

bExpected

Power

with at least | (%e installed | generation capacity capacity as % | new capacity | exchange Y/N
5% share of | capacity)'® | capacity ATC of installed in next 3
insialled (W) (GW) capacity years
capacity {%a installed
2000 data 2000 data a s )+ @ capacity )
Austria 5 45% 182 3.9 1% 20 Y
Belgium | 2 Q6% 2) 157 3.9 25% 19 N
Denmark | 3 TR 2.7 3.7 29% 1 0% Y
S S
Finland - 43%0 162 3.0) ] Y% 1% Y
France I Q2% 1154 13.6 12%, ()2 Y
I A
Germany | 4 G | 183 11.1 004 1t Y
Greece I Q7% 1) 1003 1.1 11% 34% N
Ireland I 07%i( 1) 4 8 0.2 S04 170 N
Italy 4 H4Y 71.3 6.1 80 5% L)
Lux n.d 1., |2 ].2 ] U n.a ™
Neth & 249 21.0 4.5 21 % 3" Y
Portugal | 3 22%% 100.7 00,9 8% 39 (Y
Sl 4 83% 326 71 4% G Y
Sweden 3 AL 327 6.7 21% n.4a Y
UK h 36%% /89 2.1 3% 1% Y
S S




Estonia

Companies
with at least

5% share ul"

installed
:ﬂpﬂ:ﬂ}
2000 data

Top 3 share

(%% installed
f)

capacity)'®

2000 data
Sata il

Installed
generanon
capacity
(W)

Impor
capacity
AlC
(LW )

impor

capacity as v

of installed

cﬂpﬂcnx

Latvia

'-.:l_:."“|: | )

Lithuania

“3H”||§j]

b |

Paland

4

34 .6

Crech B

“TTil

14,3

o L
,
|_ i

Slovakia

D
Y0

/.4

| | e s |

el
ABh

| lun-__um

unknown

unknown

'_-:H.

unknown

Slovenia

——
e A il

'l'l__'

., ¥

w9y

Romama

=Tl
{ U0

219

-|-”||

Bulgaria

'!'.‘llllu

10.2

j'::'”n

| urke

'f'.‘l_:'”u

W
b}

Cvprus

|'::"::"I||

Malta

Source' Eurostat: Competition Indicators

| (045

in Electricity Market and surves

Expected
new capacily
In next 3
years

(% installed
Capacity )

11
examined
in this
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Market shares retail

supply

Mumber
licensed
suppliers

Number of
suppliers
independent

of S0

MNumber
with market
share = 3%

2000 data™

Top 3 suppliers
share {all

L4
consumers)’

2000 data

Large eligible

20
industrial users

Small commercial/

doimestic

Estimated
total switch

(TWh)

switch or

switch

switch or

reneg renes
Austra 40 i 7 il 20-30°%0 unknown (% unknown B
Belgium 16 & 3 53% 2.5% 30-50% not eligible 2
Denmark 70 6 3 38% S0 80% not eligible 5
Finland 80 g 3 3% unknown -50% 10% 10-20% 24
France 225 41 0%+ (1) 10-20% unknown m:{elig,ible 20
Crermans ¢, 1200 200 3 S0y 203084 -50%% 1004 | 0=20"% 74
Creece 7 & 100% (1) nil il not eligible 0
Ireland 13 18 %+ (1) 10-20%% unknown not eligible
Italy 170 3 2 72% (2) 50% 100% not eligible 7
Lux 2 0 2 100% {2) 10-20% -50% not eligible
Neth i3 15 7 485 20-30% 100% not eligible 1]
Portugal | 1 1] 99%% (1) 5-10% unknown nmali:-z,ihle
Spain |49 unknown 4 ECH 10-20% 508 not eligible 3
Sweden | 20 20 3 47%% unknown 100% | =205 30 3o
UK 50 ) 5 4204 -S04 100%5 3050y n.a, 140

|

|

=

share
q

includes both eligible and non-eligible markets
note that the eligibility threshold differs considerably between Member States

more recent data for 2001 suggests increases in DK to 6, Fl to 4, IT w0 4, UK to 10 suppliers with 5%



Candidate Countries

Source: Eurostat: Competition Indicators in Electricity Mar

Estonia ¥ 0 2
Latvia 12 3 unknown
Lithuania E 1 3
Poland 289 233 4
Czech R 8 0 g
Slovakia 16 8
“'.JH'_._'tlI'n f 0 Unknown
Slovenia 26 2] 5
Romania 13 34 9
Bulgara ] 0 7
| LI]LL‘} |2 0 unknown
Lvprus | 0 |
Malta | 0 |

nol
examined in
this report

not examined in this report

col Survey Responses




Electricity Security of Supply

security of Supply Position 2002 Measures to Encourage Peak Capacity
amount of | import . . . entive . Tender
_ B MR Yo p.a increase  in | Market = Obligation R
reserve capacity P . en — by
e e increase 1n | capacity bv | based on 150 or S
generating (% of peak . capacity , Reoulato
) L peak load 2004 (W) » suppher e
CADACITY CONSUmpion pavimnenis or 1s()

Austria 34% 45% +2 1% (.4 X

Belgium 2% 31% +2 1% 0.2 X

Denmark X

Finland unknown

France | 6% 1 9% +1.9% (0.4 X

Germany 3% | 3% +0. 5% 0.8 X

Greece 7% 1 3% +3.2% 1.2 {x)

ltaly 9% 1 2% +3. 7% 5.7 (x)

Ireland -2% 6% +3.0% (0.8 X (x)

Luxembourg - | 00% +2 8% 0.0 n.a.

MNetherlands 7% 28% +3.0% 0.7 X

Portugal 13% 13% +4 0% ()5 X

Spain 16% 7% +3.1% 4 6 X

Sweden X

UK 2% 3% +1 0% 5.0 X

Nordel 1% 3% +H) 8% .0

30 According to UCTE definition of “remaining capacity”™ = “guaranteed capacity” minus “load at 11 am’

minus “margin against peak load”. as a percentage of “load at 11am™ plus * margin against peak load”
Power Balance of UCTE: Forecast 2002-04




Average wholesale prices (€/MWh)

FR DE Al NL Nordel | Spain | UK
Jan 2002 07002300 | 34.1 257 | 714 ]384
Jan 2002 2300700 | 21.5 21 430257

.ul} 2002 oron2z00 | 241 1286 1295 (306 | 164 519|214

July 2002 23000700 | 13.2 | 121 [12.7 | 113 | 140 [338 | 12.]




EU MARKET INTEGRATION:

HOW FAST WILL A NEW INDUSTRIAL STRUCTURE EMERGE

AND

HOW EFFICIENT AND COMPETITIVE WILL IT BE

t)



REGULATION BY CO-OPERATION



ENTIDADE
REGULADORA DOS

SERVIGOS ENERGETICOS

THE EUROPEAN MODEL:
REGULATION BY CO-OPERATION

CEER

NATIONAL REGULATORY
AUTHORITIES

EUROPEAN
COMMISSION

CONSUMERS

INDUSTRY SYSTEM TRADERS

OPERATORS




EU MARKET REGULATION:
BOTTOM UP (CEER A CEER + EUROPEAN COMMISSION)
OR

TOP DOWN (EUROPEAN COMMISSION)

f>
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“[T]he key normative problem of the regulatory state is how agency
Indepedency and democratic accountability can be made complementary
and mutually reinforcing rather than antithetical values.

(...) When (...) a system of multiple controls works properly ,no one

controls an agency, yet the agency is ‘under control

Giandomenico Majone

“ From the positive to the regulatory state: causes and consequences of changes in

the mode of governance “.
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